SUMMARY OF DEVELOPMENT

The entire field of Industrial Finance, with all its pro-
blems and complications, has been surveyed in the Intro-
duction, which has frequently referred also to developments
that have taken place since the Sub-Committee presented
Its Interim Keport. These developments may now be sum-
marised in brief to bring the subject as near up-to-date as
possible.

Owing to the spurt given by the War and its intensive
demand for urgently required war material, the local In-
dustrial Organisation in India had to be speeded up very
rapidly in the interval between 1939-40 and 1945-46* A
considerable rise in prices followed not only the growing
demand, but also the growing inflation in currency which
provided its own additional stimulus to the expansion or
new developments in industry. Most of the new establish-
ments and expansion in existing industries took the shape
of Joint Stock Enterprise; and the finance needed for these
was found out of the new wealth seemingly produced by the
war-time boom.

The rising curve of prices, it may also be noted, created
its own problems. Government in' its desire to keep prices
as much as possible under control, devised a progressively
complicated method of price fixation, regulation and con-
trol, which, though all at once it could not prevent a rise,
necessitated measures calculated to take up all the spare
cash of the community for investment. It was thought that
this reduction in the purchasing power in the hands of the
public would diminish consumption and keep down prices.

Much of the investment thus practically farced was in
War Loans and a variety of Saving Certificates, etc., which
v^ere introduced as part of the War Borrowing Programme.
The Banks were instructed to keep their advances also un-
der restriction so as to prevent further inflation becoming
necessary. But none of these measures could prevent the
spurt in prices rising and ever more rising. The Banks
could not altogether refuse, even if they wanted to, to re-
cognise the growing demand for expanding finance. Prac-
tices, therefore, began to appear in the Banking System of
the country, which were thought to be unsafe or unwise,
primarily from the point of view of safety of the depositors
and the general credit system of the country. The demands
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